
SBC Communications Inc.
1401 I Street, N.W.
Suit~ 1100
Washington, DC 20005

(!!f'~aY 1, 1997

EX PARTE

William F. Caton
Acting Secretary
Federal Communications Commission
1919 M Street, N.W., Room 222
Washington, D.C. 20554

Dear Mr. Caton:

MAY J 1997

Re: CC Docket No. 96-45, Universal Service

Please associate this letter with the file in the above docket.

Proponents of the Hatfield Proxy Model are claiming in state regulatory proceedings that
a statement in Pacific's January 24, 1997 Comments Regarding Staff Workshops on
Proxy Cost Models supports their claim that forward looking expenses will be
substantially lower than current expense levels. Our statement read as follows:

Moreover, despite charges that the BCPM's expense figures are not
forward-looking and are based on purported ILEC "inefficiencies," the
expenses actually represent only approximately 46% of the ARMIS
accounts, even though local service investment represents approximately
66% of the ARMIS totals.

I attach a sample deposition transcript in which one of the Hatfield sponsors'
experts, Robert A. Mercer, relies on the foregoing quotation to assert that the
BCPM calculates total forward-looking costs as constituting only 46% of total
actual costs. That claim is a gross distortion of our statement.

The statement in question does not address the relative comparison between current
expenses and forward looking expenses. It simply notes that the proportion ofa LEC's
total forward looking expenses associated with local service is smaller than the proportion
of a LEC's total forward looking investment associated with local service. Any attempt
to draw from this statement some comparison between current expense levels and
forward looking expense levels for a LEC across all of its services is not possible.
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Moreover, our quotation does not suggest that all forward-looking expenses or
investment are captured in the 46% and 66% figures. Indeed, it conclusively states that
they are not. The figures given only relate to expenses and investment for providing local
service. Obviously, we have more expenses and investment than those associated with
local service -- for example, the significant expenses associated with toll, private line and
carrier access services. ARMIS captures not only expenses and investment associated
with the local network, but with other parts of the network as well. Thus, it is not true
that our total forward looking expenses and investments are only 46% and 66% of
ARMIS.

We make this clarification not because the statement in question is inaccurate but because
it is being deliberately misconstrued by the Hatfield sponsors.

We are also furnishing a copy of this ex parte to Regina Keeney, Kathleen Levitz, and
Jeanine Poltronieri. We are submitting two copies of this notice in accordance with
Section 1.206(a)(l) ofthe Commission's rules.

Please stamp and return the provided copy to confirm your receipt. Please contact me
should you have any questions.

Thank you for your attention to this matter.

Alan F. Ciamporcero
Vice President
Federal Regulatory Relations
Pacific Telesis Group
(A Subsidiary ofSBC Communications, Inc.)

cc: R. Keeney
K. Levitz
1. Poltronieri
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